University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

10-7-1993

E.a.i. Fails To Deliver On Promises; Funding For
Program Gradually Being Wound Down
Erika Harding

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Harding, Erika. "E.a.i. Fails To Deliver On Promises; Funding For Program Gradually Being Wound Down." (1993).
https://digitalrepository.unm.edu/notisur/11190

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 057298
ISSN: 1060-4189

E.a.i. Fails To Deliver On Promises; Funding For Program
Gradually Being Wound Down
by Erika Harding
Category/Department: General
Published: Thursday, October 7, 1993
[The following article is reproduced with permission of the Washington-based Council on
Hemispheric Affairs (COHA). It was published in the Oct. 3, 1993 edition of COHA's biweekly
publication, "Washington Report on the Hemisphere."] As the 1980's came to a close, a rare feeling
of optimism emerged in Washington regarding Latin America's development and investment
prospects, as a new crop of democratically- elected leaders, responding to urgings from the
international lending institutions, initiated market-oriented reforms. In response to these initiatives,
then-president George Bush announced in June 1990 a structure for regional economic policy.
Taken together, its elements marked a significant departure from the Reagan era's preoccupation
with national security, and pointed toward a new period of cooperation between the US and
Latin America aimed at promoting long-term economic development. Termed the Enterprise for
the Americas Initiative (EAI), Bush pledged that his bold new plan would represent a "broadbased partnership for the 1990's," featuring the reduction of official bilateral debt; the creation
of a multilateral investment fund; and the eventual establishment of a Western Hemisphere free
trade zone. President Bill Clinton's administration has retained its ideas, if not the EAI's name.
Undersecretary of the Treasury Lawrence Summers recently stated that the White House would
"continue to support its goals in the areas of debt, investment, and trade." Deputy secretary of
State Clifton Wharton confirmed this view, remarking that the new administration would not
make the mistake of turning its back on Latin America. Three years have passed since the EAI
was first launched, and unfortunately it appears that its legacy will be one of symbolism rather
than substance. An examination of the initiative's stated objectives of reducing debt, increasing
investment, and promoting free trade reveals that little muscle lies behind the rhetoric. According
to the Congressional Research Service, since the inception of the EAI, Washington has negotiated
debt reduction agreements with seven countries, reducing their obligations under bilateral
assistance programs by a total of US$875 million. To put this number in perspective, it accounts
for less than 8% of the estimated US$12 billion in US public debt owed by Latin American and
Caribbean countries. The US$12 billion figure, in turn, constitutes less than 3% of the region's
total external debt of over US$400 billion. According to one estimate, even if all Latin American
countries had access to similar debt reduction schemes, it would represent a savings of no more
than US$400 million annually, which is less than 1% of the region's annual interest payments. In
any event, the debt reduction component of the EAI became a casualty of a congressional search
for budget cuts. In June, the House eliminated all funding for the program for FY 1994, and the
Senate followed suit in September. Not only does this illustrate a disturbing lack of commitment
on Washington's part, but it must send the wrong message to Japan and Europe, who hold a much
larger percentage of the region's public debt. As for the EAI's investment component, Washington
pledged to take the lead in establishing a new US$1.5 billion multilateral investment fund (MIF)
to be administered by the Inter-American Development Bank (IDB). Consisting of separate US
$500 million contributions by the US, Japan, and Europe, the MIF would be disbursed over five
years, at a rate of US$300 million per annum. The US made an initial contribution of US$90 million
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this fiscal year, US$10 million below its pledge. With its total funding commitment eroding, a
Congressional Conference Committee extended only US$75 million for FY 1994. Japan has pledged
to fulfill its commitment, but there is no certainty that the European Community will participate.
Even if the proposed annual disbursement were made, analysts estimate that it would represent
the equivalent of only a typical medium-sized corporate investment in one project. The EAI's vision
of a free trade zone from Alaska to Tierra del Fuego was the feature most enthusiastically greeted
by Latin American officials. Recognizing that the US market accounts for over 50% of their exports,
16 bilateral and multilateral "framework" agreements already have been signed with 31 Latin
American and Caribbean countries eager to expand their trade with this country. The initiative
also has bolstered a number of intra-regional trade pacts including the Caribbean Community
and Common Market (CARICOM); the Central American Common Market (CACM); the G-3
economic partnership of Mexico, Colombia, and Venezuela; the Southern Cone Common Market
(MERCOSUR); and the Andean Pact. Despite the rhetorical prominence of the free trade concept,
prospects for a hemisphere-wide common market are more remote than certain. They depend not
only on passage of the North American Free Trade Agreement (NAFTA), which presently lacks
the necessary congressional votes, but additional legislation as well. The State Department has
indicated that no further bilateral or multilateral free trade agreements with the region will go
forward if NAFTA fails to pass. Despite repeated references to it by both the Bush and Clinton
administrations, the EAI hardly has ushered in a new era of economic partnership between Latin
America and the US. Funding for debt reduction, which initially was insubstantial, now has been
eliminated, and the investment component is in danger of being significantly reduced. Likewise, the
proposal for a hemisphere-wide free trade system appears to be more chimerical than real. While a
dynamic trade and debt reduction policy in the region may be sorely needed, the EAI, at least in its
present incarnation, hardly measures up to the task. If long term growth and stability in the Western
Hemisphere is Washington's true objective, then emphasis must be given to the fact that in almost
all regional economies, large sectors of the population do not earn enough to create a significant
internal market and are lacking the basic nutritional, health, and housing services necessary to make
them feel that long term development is in their interests.
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